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FINANCIAL INSTITUTIONS ARTICLE 
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I.  PURPOSE AND SCOPE OF CODE REVISION. 

The proposed Financial Institutions Article (HBl) is a 
product of the continuing revision of the Annotated Code of 
Maryland, undertaken by the Commission to Revise the 
Annotated Code. This process was inaugurated during the 
First Extraordinary Session of 1973 and to date has resulted 
in the enactment of nine new major articles: Agriculture, 
Commercial Law, Corporations and Associations, Courts and 
Judicial Proceedings, Education, Estates and Trusts, Natural 
Resources, Real Property, and Transportation. 

Each of these articles was a formal bulk revi 
mandated by the guidelines established in 1970, and 
an improved organization, elimination of obso 
unconstitutional provisions, resolutions of inconsi 
and conflicts in the law, corrections of inadvertent 
omissions in the law, deletion of repetitive or o 
superfluous language, and general improvement of 
and expression. 

sion as 
included 
lete or 
stencies 
gaps or 
therwise 
language 

The same guidelines have been followed in the 
preparation of the Financial Institutions Article. It is to 
be emphasized that the basic thrust of the Commission's work 
is formal and not substantive change; the primary purpose of 
its work is modernization and clarification and not 
policymaking. Nevertheless, at some points in its work, it 
becomes necessary to make recommendations which involve  the 
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aouppaoooE    ux  pun 3uin"[OA paaaquinuun a^Baedas  B UT  pansT:xcln(i 
Og aq    IITM    ^T     'AxSuipaooov       "sa^DT^aB    pasiAsa       AxsnoxAaad 
^l_ ux     pasn    uia^sAs    Suiaaquinu pup uiaoj   "[BU0T:lFZTUF2-10 9lP  M^TM 
g^ suiaoguoo Axquiassy "[eaauao aqa  jo uoxssas    ae-[n§9:l     086T     8M:l 
^^ aoj  paonpoa^uT  Sutaq a^ox^^V suox^n^x^suj  xeTDueuTi 9llX 

9Z •NOIIVZINVOHO QNV PWOi     "II 

*7L •(17Z.6I)   Te   'ddy   -pw 03   'uosaapuy jo aa^^eR pue   f(^6T) 
£Z ?:^7T     'PW    3Z2     ''0D    Puel    Pue     jgop ^"JQ  s.agaoao   -A sauxH 
H jo  npajng   !e^C  P2 V  SZ   '(0561)   98   "PW 96T     'z^un^     -A    qsiaft 
XL '(/SfiT)     gZI     'PW    STZ     'uoxssxnjiuop    aoxAaas  QTiq^d   'A sauxq 
0Z ^UBI ajouix^eg   -(^ggl)   09S   "PW 29   'P^qtin  -A MOJCO  'OSIB    aas 

69 u'^poD  aqi  jo  a§Fn§UBX  aq^  uioaj  Axqe^e^sxiuun 
gg saeaddB MBX 9in       ^JTP0111       o:l       aaniBxsT^9l 
^9 aqi  jo  uox^ua^ux   aq^   ^eq^   x^T-19^11' PUB   XF0TPBa  os 

sx aSuBqo aqj ssaxun 'MBX ^^ ^JTPOUI k\xj.'e\ixpxo 
99 ^ou       XTTM    joaaaqj     uoxjBoxjxpoo     B     Aq     a^n^B^s 
gg B  jo  ASoxoasBaqd aqj  ux  aSuBqo  B  uaAa     'aaojaaaqj, 

•SuxuBam jo       aSuBqo       UBqj       aaq^Ba       AJXJBXO 
179 jo asodand    aq^     aoj     aq    oj     pamnsaad    aaB    apoo 

B Aq uiaq^ ux appui saSuBqo AUB Axjuanbasuo3 -UIJOJ 
£9 aaxduixs ux  uiaq^  a^B^s  puB  sajnjB^s  aqj  azxuBSaoaa 
39 oj     sx     apoo  B  jo  uoxjounj   x^dxouxad  aq^   'aaAaMOH 

•sapxAoad os aanjBXSxSaq aqj jx '^oafqns 
X9    sqj  uo  suoxssaadxa  snoxAaad  XTP J:

9
AO sxoa^uoo 

^x 'XITM aAxjBxsxSax 3qj jo uoxssaadxa ^sa^BX 
09 aqj sa^n^x^suoo ^x aouxs 'puB 'aan^BXSxSaq aq^ 
65    Aq pa^dopB uaqw apo3 xeT;:)T?J0 ue sauiooaq  'aa^^Bui 

^Dafqns Aq SMBX aqi SuxSuBaaB Axx^DT:lHUI9:Js^s PUB 
gg SMBX pax^9daa Sux^Buxmxxa 'uox^BxsxSax pa^DBua 
^5    AxsnoxAaad jo uox^BOXjxpoo  B  ^Bq^ ana^ sx ^Xn 

VS      :(2S6T) Z.IV ^   'OT1? 'PW 002 AaaqduinH 
£5     -A qDX3A\ ux pa^B^s SBM aanjBU sxq^ jo  uoxsxAaa ^[\Vi(\    B  05 
39    sjanoo  aq^ Aq paxxddB uox^ona^suoo jo axna x^-iauaS aqx 

Xg 'UOX^DB 
^uapuadapux s^x aoj Axquiassy xB:t9U93 ^m 5° uox^uaj^B 

Og aq^ o^ maq^ Suxxx^^ ^ UBqi aaq^o maq^ aAXOsaa o^ UOXSSXUIUIOQ 
617 aqj Aq apBUi sx ^duia^^B ou 'ssaooad uoxsxAaa aqj jo MaxAjnd 
gi; aq^ puoAaq sx sanssx asaq^ jo uox^nxosaa aq^ aouxg -pa^ou 
L*] aaB OSXB Aoxxod xe:lU9UiePun3 SUXAXOAUX sanssx x^uoj^TPPV 

917 -^aodaa sxq^ ux passnosxp aaB puB sa^ou SjaosxAaa 
aqj ux Axx^9^^^ pa^ou uaaq aABq saSuBqo ^UBOXJXUSXS 

VV IIV ' 31 -JOJ suosBaa aq^ puB apBiu aSuBqo qoBa uxBxdxa 
£\j uo-poas  a^BxadoaddB aq^ o^ paqoB^^B sa^ou s^osxAaa aq^ puB 
1*] aanjBxsxSax aqj jo jua^ux ^uaasddB aq} o^ axqxssod SB AX^BSU 

SB suiaojuoo uoxjBpuaumiooaa s^x ^Bq^ aansse 03 ^aojja AaaAa 
X+j apBUi SBq uoxssxmuio^ aqj 'asBD qosa ux  'MBX 9

M:I jo aDue^sqns 



with Art.  1, § 25 of the Code will be cited by name. 82 

The  text of the article  is printed in all capital 83 
letters as though it were all  new material.   However,  in 84 
most  instances comparisons with the present form indicate 85 
that changes are largely stylistic. 86 

Each section -- or, in some instances, subsection -- of 87 
the proposed article is followed by a  reviser's  note  (RN) 88 
that explains all significant changes made by the revision. 89 
These notes also  facilitate comparison of the revised 90 
article with  the  law it replaces,  and they show the 
relationship between present and proposed Code provisions. 91 

Furthermore, the reviser's notes -- while not a part of 93 
the law itself (see Section 6 of HB 1, page 612) -- serve an 94 
important function in preserving the intent and substance of 95 
the present or  source  law,  indicating  that, with minor 96 
exceptions, the sole intent behind the revision  is  clarity 
and style rather than substance.  In Murray v. State. 27 Md. 97 
App. 404 (1975), the Court of Special Appeals recognized the 98 
importance of reviser's notes not only as a statement of the 99 
reviser's  intent,  but as a statement of legislative intent 100 
as well: -^Q-^ 

"These notes were part of  the  legislation 104 
enacting  the  revisions  explaining  to  the 105 
legislators not only what changes were eTTected 
but  what  their expressed intention was  in 106 
changing the wording."  Murray v. State,  27 Md. 
App.   404, 340 A 2d 402, (Emphasis in original). 107 

Because of their importance as recognizable elements of 109 
legislative history,  only minimal  administrative changes 110 
will be made in the reviser's notes to the bill before its 111 
final printing. ^22 

III.  FINANCIAL INSTITUTIONS ARTICLE. 114 

The proposed article  includes  substantially  all 115 
provisions of the public  general  law dealing with the 116 
various financial instituions regulated by law. 117 

It includes the licensing and general operations of 118 
banks, credit unions, savings and loan associatins, consumer 119 
credit lenders, and miscellaneous institutions.  Among these 120 
are bank service corporations,  foreign banks, secondary 121 
mortgage lenders, sellers of money orders  and  travelers 
checks, mortgage bankers, mortgage brokers, and safe deposit 122 
companies.   The article does not  include  the credit or 123 
interest regulating  (usury)  provisions  that control  the 124 
actual making of loans.  These will remain where they are in 
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*JLX Pue  ''bsa  'aa-nT^s  'Q ^^^S   * "bsg « SJSSOH xnBd uqor -bsg 
eZT 'uosuxqoH STI^Z ''bsa 'uappa^ aagon ''bsg  'moj  -f 9T-[S8i 
2£X '-bsg  'uosew asT^g « -bsg '-[xaMmoao AOASDW -J « -bsg 'aeuieao 
KT I^^0!!^  "W  * "bsg  '^aBisuasiy AasAy   :jo peqsTsuoo pue 

'bsg  'uaMog  -^ -[T
9MO

1 ^q paaTHqo SFM 's^jeap -[1^ paMaiAsa 
OZT A^qSnoaoip qoTqw 'ga^^xuimooqns UOTSSTUIUIOO eqx  -axoTl^i? s^^ 
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aex^ong q^aqpz^xs   -axox^^^ 9^5 ux'xBTao^eui aq^ jo uoiaaod 
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i79X ueap pun uxa^suaag  qdasop   'uTMpxeg  Bxauinj  SZOSTABX 
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C9X saosTAay a^BToossy  :aaaM exox^aB sq^  o^  SuT^nqxa^uoo 
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X9X SBM ax0!^^ suoT^n^i^sui XPTOUBUTJ aq^ jo axiji  ^^^3 

8ST -suiBaSoad xexouBuij pa^Baado a^B^s ' £1  aX^TX 

9ST •sai^TAT^oy puB SUOT^TI^T^SUX snoauBxxaosT^  -^X ^I^TX 
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ZVT •UOTSTATQ   pUB    SaaUOTSSTUIUI03 
917T 50  paBog   --   SUOT^BTDOSSy  UB07   puB   SSUTABS      '8   9T:1TX 

WT -uoi^Baodaoo aouBansux  uoxun 5Tpaa3 puBxAaB^     'l ax^TX 

Z*7l -suoTun iTp8a3     -9  ax^TX 

OVT -suoxsTAoad  x^auag   --   suoT^n^x^suT  Sux^uBg     -g  ax^TX 

8£T -s^UBq  SSUTABS   --   SUOT^II^T^SUT  Sux^uBg     -y  ax^jx 

9£T -s^uBq X^T3^
9

HI«IO3  --  suoT^n^T^suT  Sux-^uBg     •£  ax^TX 

VCT -spaBog puB aauoissiuiuioo >iuBg  -^ ax^TX 

Z£T •suoTSTAoad IVIBUBS   Jsuox^Tuxjaa  "X 9T^TX 

0£T -uiBaSoad SUTOUBUTJ 
62T auiOH aq}  puB A^xjoq^ny ^uamdoxaAaQ ssauisng XTeuiS PUBXAJBW 
2ZI 'Aixaoq^ny SUTOUBUTJ ^uamdoxaAaQ x^T^^snpui puBxAaew aq3 a^B 

asaqx  ' suiBaSoad X^T^^BUTJ pa^Baado a^B^s uxBiaao puB 'SUBOX 
LZT Pue SSUTABS puB  suoxun ^ipaao j.03     suoi^Baodaoo guxansut 
92T paaa^aBqo-a^B^s  a^}  a^H  axox^-^V suoxin^i^sux  TPTOUBUXJ 
S£T aq^ ux papnxoux osxv  -axox^ay weq x^T3-1^11•^:) aq.i :] o 7 • ]o1\ 



James J. Winn, Jr., Esq. Also working with the Committee 
were the following Legislative Consultants: Senators Robert 
Douglass and Laurence Levitan, Delegate Dennis McCoy and 
former Delegate John Ward. Following Committee approval of 
the proposed article, it was then submitted to the full 
Commission for further review and approval. 

The financial industry in this State was involved to a 
great extent in drafting the proposed Article. Copies of 
the various drafts were sent to all affected State 
regulatory authorities, including the Bank Commissioner, 
Director of the Division of Building, Savings and Loan 
Associations, Commissioner of Consumer Credit, and 
appropriate officials in other organizations directly 
affected by the material in the proposed article. Their 
comments and suggestions were used extensively in the 
revision process. Many of the ideas incorporated in the 
Article were developed through these cooperative efforts. 

The following is a list of those who greatly assisted 
the Financial Institutions Committee and staff in the 
revision: 

Howard C. Beck, Jr. 
Executive Director 
Maryland Credit Union 
Insurance Corp. 

Alan T. Fell 
Commissioner of Consumer 
Credit 

Ken Frank 
Assistant Attorney General 

Charles H. Brown 
Director 
Division of Savings 
and Loan Associations 

174 
175 
176 
177 

179 

180 
181 
182 
183 

184 
185 

186 
187 
188 

189 
190 
191 

193 
194 
195 
196 

Robert L. Stocksdale, Esq. 198 
President and Chairman of 199 
the Board 200 
Maryland Savings-Share 201 
Insurance Corporation 202 

David H. Wells, Jr., Esq. 204 
Deputy Director 205 
Division of Savings and 206 
Loan Associaions 207 

W. H. Holden Gibbs 
Bank Commissioner 

W. Thomas Gisriel, Esq. 
Chairman 
Board of Savings and Loan 
Association Commissioners 

Alyce Heath 
Department of Economic 
and Community Development 

Harry B. Wolf, Jr. 209 
Executive Vice-President 210 
Maryland Savings-Share 211 
Insurance Corporation 212 

214 
215 
216 
217 

219 
220 
221 
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9*7Z '10V aoxgoBaj 
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17^3 aqg Aq padoxaAap uiaog  paBpusgs    B     sagBaodaooux     saaquiaui    go 
£^1 suox^BOxgxxBnb puB  suiaag   aqg  aog  puB  ggBgs  puB   'uox^Bsuaduioo 
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X^3 05     uoxqsBg  aBxxuixs  ux  pa^Baag  uaaq aABq  saoaoaaxp go  spaBoq 
0V2 Jo  spaBoq Aao^BxnSaa  SuxqsxxqB^sa     aog     suoxsxAoad    aqj, 

6£Z •aoxggo go  suiaa^  puB  spaBog     ' x 

9^3 :aaB    uiaq^     go  auios     'saSuBqo  xeDT:lU9PT  Ji0 J^XT^T3  J0 Jaqumu 
9^3 B  pasodoad  SBq uoxssxuiuio^  aq^   'axoxgaB  sxq^     ^noqSnoaqx 
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6ZZ SNOimillSNI  IVIDNVNIi  3HX JO NOIIdlHDSaa a31IV13a     "AI 

LZZ ^uauidoxaAaa 
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definicion has been inserted  to make  clear  that,  unless 269 
Baltimore  City  is  expressly  excluded  from a particular 
section, the term "county" also includes Baltimore City. 271 

4. Bonding requirements. 273 

There are many instances where a bond is  required  for 274 
certain  State  employees,  such as  those of the Bank 275 
Commissioner's office.   Throughout  the  article  these 276 
provisions have been deleted in light of Art. 78A, §§ 47 and 
48 and  the  fact that all State employees are covered by a 277 
blanket bond.  See e.g., the reviser's note to § 2-103. 279 

5. Termination or "Sunset" provisions. 281 

In revising those sections of the present law that call 282 
tor termination of certain provisions,  the Commission,  in 283 
most  instances has directly translated the sections listed 284 
in the present law to  the corresponding section of the 285 
revised  article.   This  has  proven difficult due to the 
numerous gaps and inconsistencies in  the coverage of the 286 
sunset"  provisions, and the breaking down and reorganizing 287 

of the present law as it is revised.  In  the area of the 288 
powers and duties of the Bank Commissioner,  Title  6, 
Subtitle 1 of the Corporations and Associations Article has 289 
been  included  in  the proposed Financial  Institutions 290 
Article, but none of these Corporations and Associations 291 
sections were subject to termination even though they dealt 
with the powers and duties of the Bank Commissioner   As 292 
they could not be sorted out, the Commission has expanded 293 
the applicability of the  termination provisions  to all 294 
regulatory functions of the office within the article  This 
appears  to be in keeping with the General Assembly's intent 295 
in establishing the evaluation program.  See  the reviser's 296 
note to § 2-401. on-? 

In Titles 8 and 9 of this article, relating to the 298 
regulation of savings and loan associations, the General 299 
Revisor s Notes point out those sections that are not 300 
covered by a direct translation of the present termination 
law, but are inherently regulatory in nature or require 
action by the Board of Commissioners or Division of Savings 
and Loan Associations. 

301 
302 
303 

In Title 11, Subtitles 2 through 4 are not subject to    304 
termination, although the office of the Commissioner of    305 305 

306 
Consumer Credit is covered, 

B.  Title 1.  Definitions; General Provisions. 

Subtitle 1 of this  title, as with other revised 
articles, contains those definitions that apply  throughout    310 
tne article.  Among these 15 defined terms are several that    311 
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09£ 'leaauaS uj     -j 

8SS 'spapog pun aauotssiuiuioo ^ueg  -3 ST^TI 'D 

9S£ -spaooaa UTH^UTBUI ^Bq^ suoTieaodaoo aoiAaas ^ueq SF qons 
*?££ 's^uaSe pun sao^oaaip aprixoux 05 papuedxg'aq pxnoiis UOT^DSS 
C5&    aq^ jo adoos aqi aaq^aqw S^SB 'aanso^osTp aoj  saT^^Buad o^ 

sa^B^aa qoxqw 'go^-T § 0^ s^ou s.aosiAaa aqx "SMB^ uaaM^aq 
ZS£ s^Dixguoo jo maxqoad B PTOAB 05 puB MB^ -[Baapaj go  sa^B^oxp 
TS£ 9H:l- azjuSooaa 03 apo^ anuaAa^ "[Buaa^ui aq^ jo aa^dBqo B 
0S£    05 aouaaajaa OTjToads B J.OJ  pa^n^i^sqns uaaq SBq MBJ ^Baapag 

05 aouaaajaa 'eoe-T § "I •(•(q)TOe-T § UT uoxjn^T^sui 
SVC AaBTonp-tj jo uoTjTUTjap aag) -^joj^jm sxq^ aapun 
SVC pasiAaadns suoT^n^T^suT aq^ jo n? AxiBn^aiA o^ safxddB n 
lij£ -spaooa^ -[

B
T
DU

^UTJ -[^T^usPTJuoD 03 sa^B^aa £  axajiqns 

917e 'og  ajn^ puBjAaBw 
SVS PUB Z0£-T   § V3 ui aoj pa^TBO sajnpaooad aq^ uo paseq ST  puB 
V^t a"[DT5aB aq^ Aq paaxnbaa suox^BOTjxaaA puB s^uauiSpaxwou^oB 

JIOJ aanpaooad paBpuB^s B ^no s^as ZOZ-1    uox^oag   -MBq 
£i7£ uox^Bsuaduioo s, uam^aoM ^T^ aouBx-[duioo puB 'iiox^BoxjxaaA 
Z+zZ PUB s:iuaui§pa-[Mou>pB aoj aanpaooad aq^ 'axox^aB sxqi puB MB^ 
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Title 2  contains provisions dealing with the creation 361 
and operation of the office of the Bank Commissioner and of 362 
the Banking Board and Bank Regulations Board. 363 

2. Subtitle 1.  Bank Commissioner. 365 

This  subtitle contains  specific provisions  for the 366 
appointment, qualifications, and compensation of the Bank 367 
Commissioner and Deputy Bank Commissioner.  This subtitle 368 
also contains general authority for additional staff. 369 

Section 2-103(e) is revised to clarify that the Deputy 370 
Bank Commissioner has not only the duties, but the powers of 371 
the Bank Commissioner, in the instances when that office is 372 
vacant or the Bank Commissioner is unable  to perform the 373 
duties.   Provision also is made for the delegation of those 
powers and duties. 375 

The exercise of these powers and duties are subject to 376 
the authority of the Secretary of Licensing and Regulation. 377 

Section 2-107(a) provides for an annual report  to the 379 
Governor on the operation of the office.   Present law 380 
enables the Bank Commissioner to  include  in this  report 381 
recommendations as to Article 11 of the Code.  As revised in 
§  2-107(b),  the Bank Commissioner may recommend to the 382 
Secretary any amendments  to  the  laws  that  the  Bank 383 
Commissioner administers. 384 

The Commission notes the different language used in §§ 385 
2-110(b) through 2-112.  Section 2-110(b) limits the outside 386 
activities of the Bank Commissioner and Deputy and refers to 387 
"business relating to banks  and  financial  institutions". 388 
Section  2-111  prohibits  stock ownership by the Bank 
Commissioner or an employee in "any institution ...  subject 389 
to examination or supervision by  the Bank Commissioner". 390 
Section 2-112 prohibits indebtness by the Bank Commissioner 
or an employee "to any institution that is  subject  to  the 391 
jurisdiction  of  the Bank Commissioner"  or selling or 392 
negotiating loans "to or with any banking institution or 393 
credit union".  Only § 2-112 provides an express penalty. 394 

Throughout  this  article,   the  full  title  "Bank 395 
Commissioner" is used to refer to this official, and present 396 
definitions of the word  "Commissioner"  to mean the Bank 397 
Commissioner are deleted. 398 

3. Subtitle 2 Banking Board. 400 

This  subtitle contains provisions for the appointment, 401 
qualification, term, and compensation of members of the 402 
Banking Board. 403 
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As stated in § 1-201 of this article,  the Maryland 448 
General  Corporation Law applies to banking institutions and 449 
their corporate acts to the extent that  this  article does 450 
not provide otherwise. 451 

Provisions of present law that are merely repetitive of 452 
the  Maryland  General  Corporation  Law are deleted  as 453 
unnecessary.  In some instances, express  reference  to the 454 
Maryland General  Corporation  Law  is  substituted for the 455 
present provision, for clarity. 456 

The Commission also felt that some provisions governing 457 
banking  institutions  varied  unnecessarily  from  the 458 
provisions  of  Maryland General Corporation law.   For 459 
example, present  law requires one copy of articles of 
incorporation  that are approved by the Bank Commissioner to 460 
be filed with the State Department of Assessments and 461 
Taxation and with  the clerk of court for the county where 462 
the institution is to be located.   The revised provisions 
require  filing  for  record only with the Department.  In 463 
light of this change, the number of copies  to be  filed 464 
initially with  the Bank Commissioner is reduced from three 465 
copies to two copies.   Similar changes have been made 
throughout the article. 466 

New language is added to clarify that articles must be 467 
approved by the Bank Commissioner or the articles  are not 468 
effective on  filing with the Department of Assessments and 469 
Taxation.   If approved and then  filed,   the  banking 
institution becomes a corporation. 471 

2. Subtitle 1.  Definitions; general provisions. 473 

In  §  3-101(b),  the definition of "capital stock" is 474 
revised to delete the misleading reference  "outstanding". 475 
In the present law, some references to "capital stock"" mean 476 
"authorized capital  stock".   As necessary, the references 477 
"outstanding" or "authorized" have been added to  the  text. 

3. Subtitle 2.  Formation and powers. 480 

Section 3-202(b) is revised to standardize the articles 481 
of incorporation for State banks and for trust companies and 482 
to conform to  the Maryland General Corporation Law.  This 483 
subsection provides that the articles must include the names 484 
and addresses of the  incorporators  and  the names  and 
residence addresses of  the  initial directors.   Section 485 
3-203(b)(2) is revised to require the Bank Commissioner to 486 
determine the character of the directors so named. 487 

Section 3-206  states  that a commercial bank has the 488 
general powers of a Maryland corporation unless otherwise 489 
provided.   Subsection (b) contains references to certain of 490 
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that the bylaws of a State bank may specify the number. 534 

The Commission asks if the requirement that a director 535 
own capital stock of the  commercial  bank or  its  holding 536 
company now serves a purpose. 507 

Section 3-406 provides  a uniform provision for the 

Section 3-410  applies  a standard requirement for a 

provisions 

Section 3-411(b) is revised to reflect that, under the 

6.  Subtitle 5.  Common trust funds 

7.  Subtitle 6.  Miscellaneous regulations. 

letters of credits 

538 
tenure of directors of both State banks and trust companies. 539 

Section 3-407, as revised, no longer applies to savings 541 
banks,  but  only  to  commercial  banks.   Additional 542 
directorships  of  savings  banks would be  subject to the 543 
Maryland General Corporation Law, as more  in keeping with 544 
its mutual association form. 545 

546 
quorum to both State banks  and trust companies.   This    547 
requirement  is  a majority,  subject  to charter or bylaws    548 

549 

550 
Maryland General Corporation Law,  the bylaws'may specify    551 
other than a 1-year term for officers. 552 

554 

Section 3-518(c)(2) allows for independent nominees by 555 
stating  that a trust company must control or operate a 556 
nominee before  the  requirement  that  the  trust  company 557 
"supervise" the nominee is imposed. 558 

560 

The Commission has retained § 3-601(a)(4) since it is 561 
unsure if the intent of this provision exempted otherwise 562 
illegal liabilities if they existed in 1937 or prospectively 563 
excluded these liabilities from inclusion as "liabilities". 

Section 3-601(c)(l) is  revised  to apply to  standby 565 
566 

Section 3-602(b) is revised to clarify that exemptions 567 
of directors from these loan prohibitions are personal,  not 568 
transactional. 5^0 

As  to § 3-605, the Commission notes that savings banks 570 
are not enabled to own and  lease personal property and, 571 
therefore,  do so through affiliates that are not subject to 572 
these restrictions. 573 

Section 3-606 governs certification of drafts  by 574 
commercial banks only, although savings banks do issue and 575 
certify drafts. 5yg 
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Section 4-202  is  revised to conform to the similar 620 
provisions for commercial banks and, as noted, the Maryland 621 
General  Corporation  Law.  In particular, § 4-202(b)(4) now 622 
imposes limitations on the names of savings banks. 623 

Section 4-206  states  that a savings bank has  the 624 
general powers of a Maryland corporation, unless otherwise 625 
provided.  Subsection (b) references certain limitations  on 626 
these  powers   and   lists   additional  powers.   Section 
4-206(b)(8) is new language added to  state expressly that 627 
savings  banks may carry on "a business of savings banking". 628 

The Commission notes that the numerous  provisions  for 630 
examination of a commercial bank before its certification to 631 
do business  are not stated as to savings banks.  The power 632 
to withhold the certificate is only implicit. 633 

3. Subtitle 3.  Guaranty fund. 635 

Section 4-302(c) is revised to prevent a reduction of 636 
the guaranty fund on abandonment of a branch unless the Bank 637 
Commissioner approves. 63g 

4. Subtitle 5.  Directors. 640 

Several  sections of this  subtitle are new language 641 
added to parallel provisions as to commercial banks. 643 

Section 4-501 provides expressly for management of a 644 
savings bank. 545 

Section 4-506 provides for the tenure of the directors. 646 

Sections 4-508,  as to vacancies,  and 4-509, as to 648 
quorums, also are new language. 649 

5. Subtitle 6.  Miscellaneous regulations. 651 

Section 4-601 is revised to clarify  that  the bylaws 652 
must reflect notice requirements for withdrawals-. 654 

6. Subtitle 7.  Extraordinary actions. 656 

Section 4-701 now applies to transfers of assets.  This 657 
change conforms  to  the  similar change as to commercial 658 
banks. 659 

Section 4-702, as  to voluntary dissolutions,  differ 660 
from the requirements for dissolution of a commercial bank, 661 
which expressly require approval of the Bank Commissioner 662 
and solvency. 553 

Title  5.  Banking Institutions -- general provisions. 664 
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9Z9 ux  aeaddB  qoxqw   ' ..Aupduioo  isna^,,   pue   ..^ueq  SSUXAPS,,   ' * ..^DO^S 
SZ.9 T^Tdeo,,     jo     suox^xuxgap     aq^     s^eadaa     ax^xnqns     sxqx 

i7L9 -suox^xuxjaa     -j  ax^xrjqng     -3 
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Z99 -XeJ^uaS  uj     "[• 



5.  Subtitle 4.  Affiliates. 711 

n  sT79S  sub!:it:le ^contains the provisions of present Art. 712 
ri'.t  7p fCDPt: fS that section relates to  the composition 713 of the Bank Regulations Board. P^xLion /ij 

7.  Subtitle 6.  Reorganizations. 

Section 5-605(a)  is revised to reflect that the court 
designates a receiver.        • c-ourt 

714 

As  to § 5-403(c), the Commission is unsure whether the 71s 
present  language allows or requies approval  after  a III 
determination of compliance with the  enumerated criteria. 718 

The Commission also points out the possible inequity of 719 
the fee provisions as to examinations. 75? 721 

6.  Subtitle 5.  Miscellaneous regulations. 723 

Section 5-501 provides a standard provision generally 7?4 
applicable to banking institutions,  except  for subSecUon 725 
(d)   which provides  only  for judicial review of a branch 726 
application of a savings bank. urdncn //o 

Section 5-502(e), as revised, includes  the  rules  and 728 

arfiot^be'violalT ^^^  «th the standards that Vll 
730 

o^, ^Se^ti0nS1 •"
5?? and 5"504 are raised to provide uniform 731 

standards applicable to all banking institutions. 733 

Section 5-505  is derived from Art. 78, § 32(b)(9) and 7^ 
incorporated in this article, as a restriction on activities 735 
by a banking institution.  The defiriition of  "armored car 736 
service" is new language suggested by the Art. 78 provision 

739 

banks
Se^i?L5:n?2fa) is.^vise<? t? apply only to commercial 740 

banks, as the entities with capital stock. However, similar 741 
appropriate. ^ ^    ^anty funds of savings banks may be    742 

743 

Subsection (b) of that section is  revised  to provide    744 
similar procedural requirements. uviue    /£<+ 

745 

746 
747 

appointCcle?ks:606(a) eXtendS t0 any receiver the Power  to    748 
749 

underT§e5-606(d)iOn POintS OUt the $5 limit 0n distributions    750 

Section 5-611(b)(l)(iv)  is  revised to reflect that    752 
protection of depositors and creditors may be a specific set    753 

- 17 - 
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SSL ^ueg aqi  uo pasoduiT  A^np aq^  a-[TDuooaa 05   'MB-[  go    UOT^HX

O
T

A 

LSI B    Pup     „aoT^oBad    Sux^UFq    punosun    ao ajBsun,,  e Axaieandas 
98Z aaAoo    05    pasTAaa     ajF     308-S       Pue       108-5       suot^oas 
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8ZZ 5^M5  suoT^BuiH"[ooad aog  sapjAoad  (q)Z.0Z.-S  uoj^oas 

Z.Z.Z -sax^unoo 
9LL paEMOH pue ^oq-[HX -^oj  uox^daoxa auasaad aq^ Sux^ajap Aq 
git 'A^unoo AaaAa ux A-[ddH 03 pasxAaa sx  (q)90Z-S uoxioas 

t'Z.Z. -sxHuxuiaa^ oxuoa^oa^a jnoq-i;^ 
£Z.Z. 3tl3  sazxuSooaa ^eq^  a§Bn§uF-[ Mau sx Z0L-£  uox^oas 

ZLL -sa^oT^^^ a^exadoadde aaoui aaq^o 05 'AouaSaauia 
UTS  ux aouaaAog aq^ jo saa/wod aq^  SB qons  'suoxsxAoad 

OLL asaaAxp  aaq^o  go  aagsuea^  put- apoo aq^  ^noqSnoaq^ 
69Z uox^Box-[ddF I^JLBUBS    aog  j  -^ay ux  ..Aepxioq  -[

BS9
III  J0 

89Z uox^xuxgap e    go uoxsnxoux aq^ sasodoad UOXSSXUIUIO3 aqx 

L9L •suoxsxAoad snoaup-[x80STUI 'snoaauinu pa^naodaoDux 
99^ aAeq s^uauipuauiB  pue  a^F^s  sxq^   ux   ..sABp-n^oq  -[p39Ii. 
59^ o^  X"[lBaauaS A"[ddB o^ maq^ pauapBoaq aABq suoxsxAoad asaq^ 
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ZSL 'suox^n^x^sux 
T9Z Sux^uBq Aq     s§uxso"[o  puB sSuxuado o^ Axaios a^Bjaa 5Bq^ £J 
09L "UV  ^uasaad go suoxsxAoad asoq^ SUXB^UO.O ax^x^qns sxqx 

69L -sABpxxoq >tUBa 'l  aiix^qns  'g 

L9L 'sax^xoBdBo 
95^ AaBxonpxg asaqg ux ^DB O^ ajqB suox^n^x^sux Sux^uBq go  adAn 
S5Z A"[uo aq^  SB  'saxuBduioo ^sna^ o^ saagaa Sig-S uox^oag 

VSZ 'UB^d uox^BzxuB§aoaa B UT suoxsxAoad go 



associations and  foreign banks  to use  the word  "bank" 796 
without violation of this section. 797 

Title 6.  Credit Unions. 799 

1. In general. 801 

This title contains the provisions governing formation, 802 
operation, and regulation of credit unions. 804 

Numerous provisions  are revised to conform to the 805 
provisions that relate to banking institutions, in instances 806 
where the differences do not appear related  to  the unique 807 
characteristics of being a "credit union". 808 

2. Subtitle 1.  General provisions. 810 

Section 6-104 is revised to enable federal and foreign 811 
credit unions  to use  the words  "credit union" without 812 
violation of this section. 813 

3. Subtitle 2.  Formation and organization. 815 

Section 6-201(b)  specifies that incorporators must be 816 
adults.  This conforms to the Maryland General Corporation 817 
Law and the banking laws. 818 

As with the banking institutions, the requirement for 819 
filing approved articles of incorporation with the clerk of 820 
court  is deleted,  and the number of copies filed with the 821 
Bank Commissioner is  reduced to  two copies.   However, 
incorporators of credit unions also must file copies of the 822 
proposed and approved bylaws. 823 

Section 6-202(b) is revised  to restate  the required 824 
contents of the articles more closely to the provisions as 825 
to articles of banking institutions. 826 

Section 6-204(d) is revised to delete  the requirement 827 
for a separate "certificate of approval". 829 

Sections  6-211  and  6-223  are  revised to allow 830 
amendments of the bylaws  at annual meetings  and other 831 
meetings of the members. 832 

In § 6-217(c)(2), the word "regular" is substituted for 833 
"monthly"  since the board does not appear to be required to 834 
meet monthly. 835 

As  to  §  6-220,  the Commission notes  that  these 836 
provisions may  limit removal, regardless of the bylaws, or 837 
may supplement any bylaw provisions. 838 

19 - 
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188 • (1poTa9d 
088 JeaA    ssaqi     B    JOJ,,     aseaqd    aq^    moaj  paAijap   v(£)(3)£0Z-9 
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Title  7.  Maryland Credit Union Insurance Corporation. 882 

1. In general. 335 

This  title  and Title  10,   as   to   the  Maryland 886 
Savings-Share  Insurance Corporation, are revised to conform 887 
to the extent practicable. 888 

2. Subtitle 1.  Definitions. 890 

In § 7-101(c), the present references  to  location of 891 
the office of foreign and federal credit unions are used as 892 
criteria for purposes of being a "credit union"  under  this 893 
subtitle  and not as a broad requirement for doing business 
in this State.                       * 395 

As to  §  7-104(g),  the Corporation notes  that the 896 
referenced "National Share and Deposit Guaranty Corporation" 897 
failed to complete incorporation.  However, on September 19, 898 
1979,  a corporation known as the "International Share and 899 
Deposit Guaranty Association,  Inc."  did  incorporate  in 
Georgia.   The name  of  this corporation perhaps should be 900 
substituted for the referenced entity. 901 

Section 7-105 states expressly that providing insurance 902 
is a duty -- not a mere power. 903 

With respect to the word  "account"  in  §  7-105,  the 904 
Commission noted that the word is not defined and may result 905 
in multiple  accounts  for one depositor.  The Corporation 906 
further clarifies  that  it  interprets  an account  to be 
insurable  if  the bylaws of the member credit union permit 907 
the account to be opened. 908 

The Commission notes that the provisions  for possible 909 
termination of the Corporation, in § 7-118, do not reference 910 
§  6-601,  which requires State credit unions to be members. 911 

E.  Titles 8, 9 and 10. 914 

Titles 8, 9 and 10 of this proposed article relate to 915 
savings  and  loan  associations.   Title 8 covers  the 916 
regulatory structure; Title 9 consists of the  substantive 917 
provisions that govern savings and loan associations; and 918 
Title  10  is  the  statutory  charter  of  the  Maryland 
Savings-Share Insurance Corporation. 920 

1.  Title 8. 922 

Title 8 consists of 4 subtitles.  Subtitle 1 sets out 923 
four additional definitions used in the  title and  the 924 
overall  legislative policy as to regulation of savings and 925 
loan associations.  This policy, along with the  regulatory 
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996 ST a3ut?ip siqx  " ..paooaa e a^em iiFqs,, paeog ai^ 3H^  a^e^s 
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TS6 -^UBaS B Aq paaa^jBqo U99q 9ABq ABUI ^Bq^ 
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in keeping with normal administrative procedure. 967 

The present provision as to a quorum at any meeting of 
the Board leaves a gap as to the effect of vacancy on the 
requirement for a majority of the Board to be present. The 
revision clarifies majority as applying to members (then) 
"serving on the Board of Commissioners". 

As part of its policy making authority, it is the Board 
of Commissioners that adopts rules and regulations to govern 
savings and loan associations. The Board also advises the 
Division Director on all matters, recommends legislation to 
the Secretary of Licensing and Regulations, and sets 
standards for examinations and audits, valuation of assets, 
and advertising and promotional activities. 

b.  Division of Savings and Loan Associations. 

Former references to the Department of Building, 
Savings and Loan Associations, a forerunner of the Division, 
are deleted as obsolete. 

In § 8-304, the deputy director is given authority to 
act as delegated by the Division Director or whenever the 
Director is "absent". The General Assembly may wish to 
consider paralleling a similar provision in banking law, 
which would give the deputy director express authority to 
act when the Director's office is "vacant" or when the 
Director is "unable to perform the duties of the office". 

Although the office of 
excepted from the State's 
that allows a individual who 
agency,  the Division of S 
return to the Merit System s 
individual  returns  to 
termination as deputy.  The 
present provision is intende 
appointed  from any  State 
Savings and Loan Association 
wish to broaden this section 

the deputy director is expressly 
Merit System, provision is made 
is  appointed  from the State 

avings and Loan Associations, to 
tatus previously held if the 
the  classified  system after 
question here  is whether the 
d to apply when an individual is 
agency, not only the Division of 
s.   The General Assembly may 
in that regard. 

For clarity the Director expressly is given the powe* 
of removal as well as power of appointment over staff of the 
Division. 

In §§ 8-306 and 8-405, the Commission recommends 
substituting "savings account" or "capital stock", as 
appropriate, for the outdated term "free share account". 

In § 8-403, the Commission directs the General 
Assembly's attention to the use of the word "records" in 
connection with a subpoena.  The  term is  substituted  for 
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TSOT a^P   'sa^n^H^s  Suxpuax  ut  q^na^  aq^     < siuauiaaxubaa     aoueansux 
OSOT 9^H3S       pue       "[Bjapag       'uoiSTAaadns    AJ05p-[nSaa     a^F^s 

6^01 'saT^TnbauT jo §Bq 
SVOT paxxui B auiBoaq snq^  uox^BTOosse in?    UT     diqsaaquiaw     '-aaquiam 
ZVOT jo    PUT>I    qoT^M    u^aui    05     papua^ut  SBM uiaa^ qotqM auxuua^ap 
9V0T o^  aiqissod SABMXB  ^OU ST     ^T     ^nq^     os     ..saap^oqaa^qs,,     pui? 

saapxoq^oo^s    uaaM^aq    dTqsuoT^Biaa  axqmeduiooui  JO pasnjuoo 
51701 H UT     pa^xnsaa     saapxoq^oo^s    jo    uox^TppF    aqx'      • ..saaqmaui,, 
WOT S5T    ^q    UOT^PTDOSSF m? go dTqsaauMO jo A^TXBn^nui go rjdaouoo 
CVOT 9tl5  jo rjaed ST     dTqsaauMo     „aaeqstl     e    jo   '^daouoo    aqx 

^^OT 'saan^ona^s  aaTxaea  aq^ 
Tt'OT ^q    paouanxjuT     aaaM     sa^n^B^s  aa^^x  aq^  jo Auem aaaSap  ^eqw 
O^OT o^  auTtiuaiap 05  axqTssod ^T  ST  JOU   'pa^axap    AxduiTs     aq    ^ou 

pxnoo maq^  03  a^px9-^  5^^   suoTSTAoad  aq^   'uoT^Baado UT   \\T-\S 
6£0T ^^e     SUOT^BTOOSSB     x^T-^ss    waj  e  aouTg     -SUOT^BTDOSSB' x^TJas 
8£0T PUt?    'SUOTIPTOOSST?      SUT^EdTDT^JBd       'SUOT^BTOOSSB'    SUT^BUTliiaa^ 
Z.£0T '-a-T  iaoua^STxa jo ^no guTseqd aae ao ^sxxa aaSuox ou'^eq^ 
9£0T SUOT^FTOOSSB UBOX pup SSUTABS go sadA} Ax^ea 05 sa^exaa pup 

s10081  9q3 05 ^opq sa^pp MPX STq^ jo qonw  -paaaAoo ^ou aap 
SeOT spaap AUPUI ^pqi pup «ASoxouTuua^ pup s^daouoo  DT^sTuoaqopup 
VCOT uo paspq ST  'SUOT^PTDOSSP UPOX  pup  SSUTAPS'uaaAO§ ^pqn 
f£0T suoTSTAoad aAT^up^sqns aqi 05 sa^pxaa qoTqw 'ax^T^ sTq^ ^pq^ 
2£0T pa^ou spq apoo pa^p^ouuv aq^ asTAa^ o^ UOTSSTUIUIOO aqx 

xeoi 6 ^T^Tl 

6£0T -uoTSTAoad AaoiPxngaa AUP 
8201 uTprjuoo aaSuox  ou 'pasTAaa SP '^nq suoTSTAoad ..^asuns,, aq^ 
Z30T UT papnxouT aap ^pq3 sa^n^p^s uioaj paATjap'aap ^pq^ suoT^aas 
920T ino s^uTod a^o^ s.aosTAa^ x^-^^uag aq}  'Axx^uoT^Tppv 

S20I -aauupui amos UT Aao^pxngaa aap qoTqw ^nq (.^oy 
^Z^OT ^asuns,,  aq^)  g^gx jo ^oy uoTipnxFAg suipaSoJd Aao^pxngan 
£30T 3q^ UT papnxouT MOU IOU aap ^pq^  spaap ao  suoT^oas 
ZZQX OTgToads  aq^  ^no stjUTod g  3I:ITI jo ax^T^qns qopg' 

T20T 'XaAax 
020T Aouagp aq;} ^P xiT^3 sSujapaq aoj saapxoqaapqs ^uaoaad QI  05 

pa^upaS MOU ^ou ST x^sdclp jo tjqSTa auips aq^ 'UOT^PTOOSSP UP 
6101 jo ..saapqs aaaj aq^ go anxPA apd aq^ jo ^uaoaad QX dspax ^e,, 
8T0T jo saapxoq o^ 5q§Ta aq^ s^upaS SQ^-S  §  qSnoq^xV   -SuTjpaq 
ZTOT aATgpj^sTUTUipp  aaggp  x^^ddp jo  s^q^Tj  aq^  o^  Axquiassy 
9T0I XBaaU90 aq^  jo uoT^ua^^p  aq^  sxx^a  uoTssTuimo3 aqx 

^TOT -sgonpoad 
SuTssaooad pgpp oT^puio^np  SP qons SuTdaa>i p^ooaa uaapom 

i7X0T jo spaap apnxouT Axssaadxa  pxnoqs  aawod' puaodqns  aaq^aqw 
fTOT JapTsuoo og qsTM APUI ^xq^^ssv xe-;i9uao 9qi,  ' spaooaa papaooaa 
2T0T Axx^OTUoa^oaxa AxqTssod pup  (gQV pup  gxi saxn^ pupx^apw 
TTOI UT SP) sSuTqg axqTgup^ aaq^o pup 's^uauinoop  ' saadpd  ' s^ooq 
0T0T apnxouT pxnoo pup SuTupaui aappoaq p spq ^T aouTs ..s^uawnDop,, 



usury law, and the influence of many years of case law have 
so modified the structure of associations that many statutes 
have no present application. Thus, the modern business of 
associations is not comprehensively covered by published 
law. 

The  statutes  in  this 
that they are reorganized and 
conflicts,  ambiguities,  and 
title as formally revised.   B 
substantive  revision not po 
authority granted to the Commi 
Code,  the Committee on Econom 
and Loan  Law Committee  and 
statutes  and propose  a  sub 
Committee for introduction in 

title are revised in the sense 
restated.   The problems of 
gaps  are perpetuated in this 

ecause  this  law requires  a 
ssible within the scope of the 
ssion to Revise the Annotated 
ic Matters assembled a Savings 
asked it  to examine these 
stantive revision to the House 
the 1980 General Assembly. 

The following persons who represent many  s 
the  savings  and  loan  industry, the legal prof 
Commission, the regulatory and insuring agencies 
legislature make up  the  Savings  and Loan Law 
Lowell R. Bowen, Esq., Charles H.  Brown,  Jr., 
Cardin, Esq., Delegate R. Terry Connelly, Thomas 
Delegate Nathaniel Exum, W. Thomas Gisriel, Esq 
Goldstein, Esq., Charles H. Kresslein, Jr., Esq., 
Laudeman,  Jr.,  Esq., Delegate Donald F. Munson, 
Rogers, Esq., Robert L. Stocksdale, Esq.,  David 
Jr., Esq., and Harry B. Wolf, Jr. 

3.  Title 10. 

egments  of 
ession, the 

and  the 
Committee: 
Jerome S. 

Costantini, 
, Franklin 
James D. 

William C. 
H.  Wells, 

Title 10 of this article is the special statutory 
charter, enacted in 1962, of the Maryland Savings-Share 
Insurance Corporation ("MSSIC"). Although chartered by the 
legislature, MSSIC is an independent corporation, supported 
entirely by its member associations. 

Since 1978, insurance of savings accounts has been 
mandatory, but discretion is allowed to insure through MSSIC 
or the Federal Savings and Loan Insurance Corporation. Of 
the 150 State-chartered associations, 133 are insured by 
MSSIC. This insurance requirement has the effect of giving 
some regulatory power to MSSIC or MSLIC. An association's 
choice of insuring agency is dependent, in part, on the 
comparable regulatory requirements such as maintenance of 
reserves and reporting requirements as well as the cost of 
insurance and the amount of insurance available. Despite 
this practical effect of having certain regulatory power, 
Title 10 grants no express regulatory authority to MSSIC; 
therefore, the provisions of Title 10 are not included in 
the Regulatory Programs Evaluation Act of 1978. 

The broad definition of  "association" in this title 
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S£TT xpTHM  'SOT-OT  § ; saaquiaui jo ..s^unoooB aaBqs,, UT ^SSAUT ABUI 
uoxieaocLioo aq^ ^BI^ sapiAoad qoTtiM  '(a)VOT-OT  §  isaaquiaui 

^CTI 5°  ..siunoooF  aaBqs-aaaj,,  aansux  o^ ST uox^paodaoo sq^ jo 
eeiT asodand B ^B^ sapxAoad qoxqM 'eOT-OT §  ^.sJeqs,, ao  „aaBqs 
2eXX 99JJ,, uiaa^ ai^ asn suoxaoas SUXMOHOJ aqi  -^saaa^ux ..aaBqs,, 
TCTT B UBII^ aax^Ba UOXIBXOOSSB UBOI; puB SSUXABS B O^ dxqsuox^BxaJ 
0£TT -[Bn^oBa^uoo B  SBq ^Bq^  ^unooDB ^xsodap SSUXABS B A-[duixs 

sx ^Bq^ ^unoooB jo adA^ aq^ sapnxoux .'^unoooB SSUXABS,, maa^ 
63IT ^m       -..^oo^s x^^TdHO,, 'a^BxadoaddB jx 'JO ..^unoooB SSUXABS,, 
82TI fux^n^x^sqns Aq uua^ aq^  azxuaapoui 03 qsxw ABUI Axquiassy 
Z^IT XBaauag aqx   • SUOX^BXOOSSB aaqmaui s^x ux saunoooB aq^ usaui 
9ZIT 0^  P^sn sx ..^uriooDB aaBqs aaag,, uiaa^ aq^ 'QT  

9T3TI ^1 

S3IT "paaaSSB^s 
^^TI 9:ie aouaaAog aq^ Aq  pa^uxoddB sao^oaaxp aaaq^ aq^ 30  suiaa^ 
£111 3*13 ^^^ apxAoad ^ou saop qoxqw '(p)60T-0T  §  ux  ^qSxsaaAO 
ZZTl ^uaaBddB UB ^aaaaoa 03 qsxw ABUI Axquiassy XBaauag aqj, 

T3TT -a^Buxuiaa^ 
03IT sdxqsao^oaaxp OM} A^UO ^Bq^ aaxnbaa p^no/A a^n^B^s  aq^' ^nq 
6TTT 'DISSH jo  saoioaaxp aaaq^ Aq  paAaas aq KBUI paansux Axi^aapaj 
8TTT sauiooaq  ^Bq^  UOX^BXDOSSB  UB  'a^duiBxa JOJ ' -ao^oaaxp 

auo uBq^ aaom S^OBJJTS  aouaanooo auiBS aqi uaqw aouB^sux  aq^ 
ZTTT UT  sa^Buxuuai  dxqsao^oaaxp qoxqw Suxuxuiaa^ap jo aauuBiu aqa 
9TTT apxAoad ^ou saop uox^oas aqx   -uox^Baodaoo aouBansux UBOI 
STTT Pu^  SSUXABS iBaapaj aq} Kq  paansux ajB ^Bq^ SUOX^BXOOSSB 

JO saaoxjjo JO sao^oaaxp aq  ABUI'  sao^oaaxp  £   '   uBq^ 
VTTT aaom ^ou ^Bq^ uox^BoxjxxBnb Aao^n^B^s aq^ go UOX^B^OXA B sx 
CUT aaaq} uosBaa AUB aoj uaqM aaquiaui B aq 05 sasBao uox^Baodaoo 
3ITT 9m  jo ao^oaaxp B  ^Bqi sapxAoad uox^oasqns aqx  -a^n^B^s 
TTTT ^uasaad aq^ ux s^sxxa dBS B  '(TT)(3)(D)60T-0T  §  UI 

OUT • ..paaaquinouaun 
60TT asxMaaq^o,,  ABpo^  sx A^aadoad IVBJL  ax^^TT AaaA ^Bq^ A^xxBaa 
80TT 3ltl jo tjqSxx ux aAx^oxa^saa 00} aq ABUI pus ' ..a^B^s  sxqi  ux 
ZOTT A^aadoad pxoqasBax paAoaduix ao ITSBJ.  axdmxs aaj paaaquinouaun 

asxMaaq^o uo aSBS^aoui ^saxj  B  Aq  paanoas,,   sx  UBOX 
90TT ^m  JT Axuo aaquiaui B uioaj sAnq ^x ^Bq^ UBOX ^ue UT ^saAux o^ 
SOTT aa/Aod aq^ DXSSW saAxg uox^oas aqx  • xeoxaoBaduix sx (^)^QT-OT 
VOTT §  Jaq^aqM aapxsuoo  05  qsxw ABUI Axquiassy XBi9U90 ^m 

£0TT -aan^BxsxSax aq^ Aq papuauiB sx ^x 'Aao^n^B^s 
20TT sx jta^jBqo  s^xsSW aouxs  'a^B^s sxq^  jo  'uox^Baodaoo 
TOTT aaq^o  AUB  Aq  passassod   ..sax^xunuiuix  puB  'sa^axTAxad 
OOTT 'saawod,, aq^ XTB DISSH 03 S^UBJS (B)+70T-0T  §  qSnoq^xV 

660T 'AouaSB x^-^^P^J ^1  Aq AxaAXsnxoxa 
860T SUOX^BXDOSSB IVJLBPBJ.  jo aouBansux saaxnbaa MBX xe:i9P9J 'uado 
Z60T sx  SUOX^BXOOSSB x^J9P9J Suxansux 03 aoop a^B^g aqq qSnoq^x^ 
960T l^m   'aaAawoq '^no s^uxod uoxssxumioo  aqx   'y     ax^T^^S  '6 

9T3I1 M5TM aouBpaoooB ux pa^saAux s^assB s^x jo miaoaad gi 
560T PUB a^B^s sxq^ ux aoxjjo x^dxauxad's^x ssq ^Bq^  UOX^BXOOSSB 
VSOT uSxaaoj  ao UOX^BXDOSSB  xe:[9P93  ^Ul?  sapnxoux Axasodand 



sets a limit on the amount of loss to be protected against 
for each separate "share account"; § 10-106(b), which 
provides that before an association may be insured, the 
Division Director must certify the insurability of its 
free-share accounts; and § 10-114, which excepts the owners 
of "free share accounts" in member associations from the 
State insurance laws. 

Section 10-111, 
regulations, presents 
bylaws.    Maryland 
stockholders or membe 
initial  organization 
corporation's charter 
of directors.   Titl 
express provisions 
other than the power 
under Maryland Genera 

which  re 
an ambig 

General 
rs the powe 
meeting, 
or bylaws 

e 10,  MSS 
related  to 
to amend, a 
1 Corporati 

lates to bylaws, rules, and 
uity as to amendments to- 
Corporation Law grants to 
r to amend bylaws after the 
except to the extent that a 

vest that power in the board 
IC's charter, contains no 

amendments to the bylaws, 
s included by implication 
on Law. 

Section 10-112 permits MSSIC to exchange information 
with the Division Director as an exception to the provision 
in Title 8 that requires the Division Director to keep 
information about associations confidential. Title 10, 
however, has no similar provision that requires 
confidentiality of information held by MSSIC. 

The General Assembly may wish to consider whether § 
10-113 may be too narrow. It provides that the 
Corporation's earnings must be retained, but permits payment 
of interest to members for deposits, loans, or advances to 
the central reserve fund. The General Assembly may wish to 
broaden this section to allow the Corporation to pay 
interest on any loans or advances to the Corporation by its 
members, whether made to the central reserve fund or the 
central insurance fund. 

F.  Title 11.  Consumer Credit. 

1. In general. 

This title contains provisions dealing with the 
creation and operation of the office of the Commissioner of 
Consumer Credit. 

This title also contains the licensing provisions as to 
consumer loans, installment loans, and sales finance 
companies. 

2. Subtitle 1.  Commissioner of Consumer Credit. 

This subtitle contains specific provisions for the 
appointment, qualifications, and compensation of the 
Commissioner of Consumer Credit and general  authority  for 
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•aXlT^R"5 9M^ jo suoisTAoad 
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hearing and, therefore, is a "contested case" within that 1223 
Act,  this  section  is  silent as to hearings.  At the same 1224 
time, the provision  for judicial  review refers  to  the 1225 
"record of proceedings". 1226 

4. Subtitle  3.  Installment  Loans  --  Licensing 1227 
Provisions. 1228 

As to the exemption for loans between relatives,  in  § 1229 
ll-301(a)(l),   there  is  no  limit on the degree of 1230 
consanguinity. 1231 

Section 11-303 applies to this subtitle  the  licensing 1232 
and  investigatory powers of Subtitle 2 of this title.  The 1233 
Commission notes that many of the Subtitle 2 provisions  do 1234 
not seem to apply and suggests consideration of provisions 1235 
that specifically apply to a license  issued under this 
subtitle. 1236 

5. Subtitle 4.  Sales Finance Companies -- Licensing 1237 
Provisions. 1238 

Several of the definitions in § 11-401 are revised to 1239 
conform to  the definitions of the Retail Installment Sales 1240 
Act in CL § 12-601. 1241 

In particular, in §  ll-401(f),  the  "cash price of 1242 
$12,500 or less"  is  substituted  for the $5,000 limit in 1243 
present Art. 83,  §  164(e).   It appears  to be only an 1244 
oversight  that  this provision was not amended by Ch. 77, 
Acts of 1976, which amended  the Retail  Installment Sales 1245 
Act. 1246 

The definition of  "installment  sale agreement"  is 1247 
revised to include  "a  prospective  installment  sale 1248 
agreement",  "a purchase money security agreement" and to 1249 
exclude C.O.D. transactions and a layaway agreement. 1250 

The Commission notes that the broad definition of a 1251 
"sales  finance company"  is not reflected throughout the 1252 
balance of  this  subtitle.   For example,   the  penalty 1253 
provisions do not mention transactions as to retail credit 
accounts and home improvement accounts. 1255 

In §§ 11-405(3) and ll-414(a)(1)(i), the broader term 1256 
"agreements"   is  substituted  for  the  reference  to 1257 
"installment  sales  contracts",  and  "installment  sales 1258 
agreements"   to cover renewals,  extensions,  and refund 
agreements. 1259 

The Commission notes that, under § 11-405, a minor or 1260 
adjudicated incompetent is not excluded from licensing. 1262 
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references to "foreign banking corporation".   Although the 1305 
Commission has  substituted the defined term "foreign bank" 
for the references  to  "foreign banking corporations"  in 1306 
present Art. 11, §§ 3lA(a) and 32, the Commission notes that 1307 
the  General Assembly may have been referring to different 1308 
entities.  The definition suggested by the Bank Commissioner 1309 
appears in the reviser's note to § 12-201. 1310 

In § 12-207(b), the prohibition extends to  "electronic 1311 
terminals" s the apparent intent. 1313 

Section 12-210,  as  to  renewals, conforms to similar 1314 
provision elsewhere in this article. 1316 

3.  Subtitle 3.  Secondary Mortgage Loans --  Licensing 1317 
Provisions. 1318 

The definitions  in § 12-301(c) and (f) are revised to 1319 
conform  to  the  definitions  in  the Maryland  Secondary 1320 
Mortgage Loan Law -- Credit Provisions in CL § 12-401. 1321 

The Commission notes the loans excluded from the term 1322 
"secondary mortgage loan" in § 12-301(f)(2)  appear similar 1323 
to  the  "commercial loan" defined in CL § 12-101(c) and the 1324 
"commercial loan" and corporate  loan described in CL  § 1325 
12-103(e).   If similar loans were  intended,  clarifying 
amendments may be appropriate. 1327 

Section 12-302  is  revised to  clarify  that  the 1328 
enumerated persons  are exempted  from licensing, but are 1329 
still subject  to  the other provisions of the Maryland 1330 
Secondary Mortgage Loan Law. 1331 

As  to qualifying for licensing under § 12-305(a), the 1332 
Commission notes that the qualifications do not reflect that 1333 
the applicant may be a corporation. 1334 

As noted, provisions for licensing are standardized to 1335 
the   extent  possible  without  effecting  substantive 1336 
provisions.  Thus, § 12-306(b)(2) provides that the  license 1337 
fee,  which is submitted with the application, is determined 
by the date of that application, rather than the date on 1338 
which the license is issued. 1339 

Section 12-306(c)(3)(ii)  provides  for a bond "with 1340 
sureties that the Bank Commissioner approves". 1342 

Provision for the return of the bond and license fee in 1343 
the event of denial of the license application is added in § 1344 
12-307. 1345 

Section 12-307(a) is revised to require  investigation 1346 
as to all of the applicant's qualifications, rather than the 1347 
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In § 12-409(b), the requirement fpr an application  for 1389 
renewal  is  stated expressly.   Fees  are to accompany the 1390 
application. 1391 

Section 12-410(b) allows for a bond "with sureties that 1392 
the Bank Commissioner approves" for conformity to other bond 1393 
provisions. 1394 

Section 12-410(c)(5)  enables a licensee  to receive 1395 
interest  or  dividends  on  securities  that  the Bank 1396 
Commissioner holds as long as the licensee is "solvent", but 1397 
does not define solvency. 1398 

For simplicity and conformity, consent to a change of 1399 
address  is  sent  to  the  licensee  for attachment to the 1400 
license, under § 12-412. 1401 

Present law authorizes revocation of a license but  is 1402 
silent as to the grounds. 1403 

In  §  12-420,  the Commission has assumed that the 1404 
grounds for revocation would include at least those grounds 1405 
for criminal prosecution.  However, the General Assembly may 1406 
wish to consider additional grounds. 1407 

added. 
Express provision for suspension of the license also is    1408 

1409 

Section 12-421, as revised, provides for notice before 1410 
the hearing, rather than notice before revocation. 1412 

In § 12-424, violations are specifically characterized 1413 
as "misdemeanors". 1414 

5.  Subtitle 5.  Mortgage Bankers and Mortgage Brokers. 1415 

This  subtitle  is revised to provide for the licensing 1417 
of mortgage bankers and mortgage brokers, rather than annual 1418 
"registration" of their places of business.  The regulatory 1419 
provisions of the present law conform to other "licensing" 1420 
provisions. 1421 

The Commission points out the requirement in  §  12-507 1422 
for a public hearing before adoption of the code of conduct. 1423 
Under  the Administrative Procedure Act, a hearing is not 1424 
mandatory, but the Commission felt that this provision might 1425 
be intended to require such a hearing. 1426 

Section 12-508 is revised to apply only to  licensees. 1427 

Specific penalties  are provided only for acting as a 1429 
mortgage broker or mortgage banker without a license. 1431 
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In § 13-140(a)(3), the defined term "public body" is 1475 
used, as the apparent intent. iZlt 

The Commission notes that, if exclusion of an 1477 
industrial project from the Little Miller Act was intended 1478 
under § 13-142, clarifying language may be appropriate. 1479 

Section 13-151 is revised to refer to a "public body" 1480 
m accordance with the intent of Ch. 496, Acts of 1979 1481 
which, because of a title defect, was not accomplished.    '    1483 

The^Authority^has indicated that to the extent that Ch.    1484 
1485 
1486 
1487 

496, Acts of 1979 precludes an applicant from acting as 
mortgagee without participation of a public body, the effect 
was unintended. 

The Commission asks whether  §  13-152(a)(1)(i),  which 
seems  to preclude lump sum payments, is unduly restrictive. 

1488 
1489 

Section 13-153(a)(2) is revised to clarify that only 1491 
insured mortgage payments are intended to be "lawful 149? 
investments". iZq^ 

1494 
1495 
1496 

Ch. 496, Acts of 1979,  also  intended apparently to 
permit approval of uninsured loans that are not mortgage 1495 
loans.  As the title of that Act  is  silent about  this 1496 
change,  this  subtitle,  as  revised, continues to refer to 
mortgage loans. "14.Q7 

3.  Subtitle 2.  Maryland Small Business Development 1498 
Financing Authority (MSBIDFA). ^499 

J^vJ^    ^^o'  Which is d^rived  from Art.  41, §§ 1500 
ZbbHH-1 -- 266HH-12,  is patterned organizationally after 1501 
iitie  ij,  Subtitle 1,  Maryland Industrial Development 1502 
Financing Authority (MIDFA).  In regard  to  this  subtitle 
there is little practice to refer to, since the Authority is 1503 
in the initial stages of existence, having been established 1504 
MLT^A  

eral Asseinbly in 1978.  In general, the purpose of 1505 
NbblDtA is  to provide  financial  assistance  to be used 1506 
primarily  for  working  capital  necessary  to perform 
government  contracts  by  socially .  or   economically 1507 
disadvantaged businessmen. 2503 

In  §  13-201,  which contains the definitions for the 1509 
subtitle, note that the definition of "eligible applicant", 1510 
social  or economic disadvantaged"  T sicj ,  and  "good 1511 

character" now appear in § 13-231 of this  subtitle  since 1512 
these  definitions  reflect  substantive requirements  for 
quaiitying for financial assistance. 1514 

... ^n § 13-206, as to membership, the reference to the ex 1515 
otticio members having "all of the powers of a director" is 1516 
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New Art. 41, § 15B-2 would specify  the power of  the 1559 
Governor to act  in an emergency,  which power affects 1560 
entities other than banking institutions. 1561 

New Art. 41, § 79B would provide  for dedication of 1562 
April 13 to John Hanson. 1563 

Amended Art. 56, § 230A would include present Art. 11, 1564 
§ 108H, as to blockbusting activites  of  "any person"  and 1565 
apply a uniform penalty. 1566 

New Art. 81, § 128B would place the franchise tax as to 1567 
savings and loan within the subtitle as to the franchise tax 1568 
on financial institutions, generally. 1569 

Amended ET  §§  5-105, 6-102, and 13-206 would clarify 1570 
that only an authorized corporation such as a trust  company 1571 
may be  a personal  representative  or guardian.  Section 1572 
13-206(c)(2) also would include the power of  the  court  to 1573 
order deposits  to be made with a trust company that is 
guardian. 1574 

New Art. 1, § 25(h) would provide for citation of this 1575 
Financial Institutions Article. 1576 

Amendments to Art. 41, § 22lA(a) would make the list of 1577 
units within the Department of Licensing and Regulation 1578 
current. 1579 

The amendments to several definitions in the Commercial 1580 
Law Article would  conform  these definitions  to   their 1581 
counterparts in the Financial Institutions Article. 1582 

As  to CL §§ 12-313 and 12-314, the Commission queries 1583 
their joint application. 1584 

The Commission also points out the  language  "clerical 1585 
error or mistake". 1586 

Respectfully submitted. 

William S. James 
Chairman 

'Geoffrey D. Cant 
Director 



I 
0£9T • 11AaHSS3D9uun11 a^n^x^sqns pun nAaFsaoauun,, 
629T paoM 8^5  a^ajap  '9^8^ 9UTT  guTMOXloj  ^^TI  paaaquinuun 
8291 aip ui   •eOT-ZT  §  °3 a^oN*s.aosiAa^ '09^ 9^Bd  (IT) 

££9"['        • nAjBssaoauun,, a^n^T^sqns pue „Ajes93auun„ 9^9-[9p '^OCCT 
S39T 3UTI ui  -30^-9 § 0^     ^0R    s.aosxAaH  r8^ 9^d:  (0T) 

£391 -..aioT^aF  sxq^ jo„ spaoM 9^ „T0T-T §., Ja^je ^aasuT '89^01 
3291 9UTI ui  'VOS-S §  o:l  a^QN s.aosxAaH  '102 9^d  (6) 

T39T •..9I3"R-^11 
0291 paoM aq^ jo pga^sux jg9ddB pinons nai^x^,, pjo/v\ aip 'O^OOT 
6T9T 9

UTI ui  "TTg-g § o^ a^oN s.aosTAa^  '^81 9Sed (8) 

8T9I 'u'JDu uoT^HTA9aqqB 9qi go pB9asuT aB9ddp 
Z.I9T pinoqs  U

99
SII  pjQM aq^ 'R^EG 9UTT SUTAVOHOJ guji pgjgquinuun 

9T9T 9^ UI  "^OS-S  §  03  9:;ON S.JOSTA9H  '^T ^d  (Z) 

5191 u'JDu uot^FTAgaqqe 9q^ jo pegrjsuT aegddn 
17X91 pinoqs  i|99Sii  paoM aqi ' 17^26 9UTT guTM0IT0J 9UTI pajaqmnuun 
£191 3^5 ui  -eOS-S  §  oi  a^oN s.^osTAa^  '2^1 ^d  (9) 

2T9I •^aem uox^B^onb pu9 9q5 ag^je pappn HUIUIOD B pue 
0I9T 'ua^oxa^s  aq pinoqs ^JBHI uoT^g^onb aq^ q^TM BUIUIOD aq^ 'V9T6 
609T 9UTI ui  -205-5 §  o^  a^oN "s.aosTAa^  'o/T ^BJ  (g) 

8091 '.^T^T^qT^s.i 
Z.09T pao/A aq^ 30    pea^suj jgaddB pinoqs llai^'r^,l pao/A aq^ '6869 
9091 9UTI ui  -902-17 §  o^  950N s.aosTAan  '631 ^^d  (^) 

S09T ' i^IlT^^Sii P^OAV aq^ jo pBa^sux aeaddB 
1709I pinoqs nai^x^,, paow aq^ '0569 9UTT SUTMOHOJ auji paaaquinuun 
e09T 9^ ui   •902-17  §  o^  9^ON sjaosTAaH '82T 9^d  (e) 

209T -saa^^ai ig^TdBD UT ggadde pinoqs 
*.^ 0091 'aAisniouT '91729  qSnoaq^  oe39  sauTq ' -511 ' aSBj  (2) 

j   66ST -1.103-1 
86ST §..  PB9J  pinoqs  „20T-T  §..  o^  aouaaajaj  SSOJD aq^ '60^73 
^6ST 9UTI ui  •(B)903-e § 0^  9:»0N s.aosTAan  ' 217 alej  (1) 

96ST 'T IITa asnoH jo gux^uxad njappaa 
S6ST P:iTM:lii  aM^ ux uox^Baodaooux  JOJ  pa^sanbaa aq HXM sa^oj^ 
17651 SjaosxAa^j ux  suox^oaaaoo  pue  saSupqo  SUXMOHOJ  aqj. 

T6ST S3XON S.SOSIAHtf 01 S30NVHD 

68SI -- XiaN3ddV 


